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WHY CHOOSE A CPA?
D evelop ing  a successio n  p lan  req u ires  an  
analysis o f various data  o n  o p era tio n s, 
finances, the ow ner’s objectives and the m an­
ag em en t capab ilities  o f fam ily m em bers. 
Based on their broad background and exper­
tise in financial and business matters, CPAs are 
particularly  qualified to  gu ide you th rough  
each stage of succession planning.
A CPA CAN HELP YOU:
♦ G ather necessary background  inform a­
tio n  o n  th e  c o m p a n y  a n d  c o n d u c t 
interviews.
♦ C larify  y o u r  g o a ls  a n d  th o se  o f k ey  
employees.
♦ In te rv ie w  a n d  e v a lu a te  p o te n tia l  
successors.
♦ Analyze alternative succession plans to 
d e te rm in e  th e ir  a d v a n ta g e s  an d  
disadvantages.
♦ D evelop a w ritten succession plan  and 
docum ent the necessary skills to operate 
the business.
♦ Plan a succession  train ing program  in 
advance of the ow ner’s retirement.
♦ Create a contingent plan for unexpected 
situations.
♦ Implement the succession plan.
By blending their knowledge of business and 
financial matters w ith your com pany’s goals, 
the  CPA can facilitate an  orderly  transfer of 
ownership and managem ent of the company, 
as well as minimize the am ount of estate tax. 
A CPA can also help you obtain a reasonable 
sale price to assist you r financial in d e p e n ­
dence  during your retirem ent years. Before 
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Planning f o r  a
Change in Ownership
B u s i n e s s
A d v ic e
F ro m
C P A s
I f  you plan to transfer ownership o f your 
business, you will w ant to ensure the 
financial security o f your retirement, as 
well as the continued well-being o f the 
business. It is important to have a business 
succession plan for the following reasons.
YOU PLAN TO RETIRE BUT HAVE NO 
IMMEDIATE SUCCESSOR.
YOUR DESIGNATED SUCCESSOR NEEDS 
MORE TRAINING TO OPERATE THE 
BUSINESS EFFECTIVELY
YOUR RETIREMENT PLANS HAVE 
CHANGED.
YOUR DESIGNATED SUCCESSOR LACKS 
THE FINANCIAL RESOURCES REQUIRED 
TO KEEP THE BUSINESS RUNNING.
Proper planning for business succession will 
ensure  the con tinuation  of opera tions w ith 
minimal disruptions. Because of their financial 
an d  busin ess  ex p ertise , certified  pub lic  
accountants (CPAs) are capable of creating an 
all-inclusive plan for successfully passing your 
business to the next owner.
THE PLANNING PROCESS
P lann ing  for b u sin ess  successio n  usually  
begins with a preliminary evaluation. To gain 
an  u n d e rs tan d in g  o f the  b u sin ess  an d  to  
determ ine w hether the succession plan  will 
m eet the objectives of the business and  its 
owner, the CPA will research the history and 
operations of the business. The engagem ent 
m ay consist of client interview s, review s of 
financial statem ents and tax returns, and  all 
re levan t d o cu m en ts  in c lud ing  trust ag ree ­
ments, wills, shareholder and buy-sell agree­
ments, and partnership agreements.
The CPA’s role is to help the business ow ner 
se lect a so lu tion  w h ich  satisfies his o r her 
objectives and provides for a m eans to con­
tinue the enterprise.
DEVELOPING A SUCCESSION PLAN
There are four basic stages involved in devel­
o p in g  a b u sin ess  su ccessio n  p lan . CPAs 
possess the requisite know ledge and experi­
ence to create a plan  that is bo th  w orkable 
and economically feasible.
1. Fact Finding.
The CPA collects in fo rm ation  th ro u g h  
in terview s and  the  review  of com pany 
documents to understand the goals of the 
owner, the ow ner’s family members, key 
em p lo y ees, an d  the  b u sin ess  itself. 
Specifically, the following items need  to 
be examined.
Documents
♦ Financial statements and tax returns
♦ Industry data and trends
♦ Company’s business plan
Owner Inform ation
♦ Specific ideas about succession
♦ Opinions of family members
♦ Strategic plans
♦ Timetable for succession
Family Information
♦ Background on potential successors
♦ Family agreements
♦ Job descriptions and compensation 
agreements
Key Employee Information
♦ Feedback on current performance and 
future potential of business
♦ Assessment of capabilities of potential 
successors
2. Developing Alternatives fo r  Succession.
The CPA considers a num ber of possibili­
ties with regard to the individuals involved 
an d  the advan tages and  d isadvan tages 
of each alternative in term s of business 
growth. Some of the most common alterna­
tives are:
♦ A p la n  fo r  fa m ily  succession. The o lder 
g en e ra tio n  strongly  desires tha t the  
younger family members continue to con­
trol and operate the business. If training is 
needed, a CEO can be installed tem porar­
ily until the designated family m em ber can 
properly manage the business.
♦ A sale to key employees. The em ployees 
n eed  to  have the financial resources to 
acquire the business as well as the m an­
ag em en t capabilities. Any po ten tia l 
conflicts among the employees should be 
resolved.
♦ The estab lishm ent o f  a n  em ployee stock  
option p la n  (ESOP). Each year the com ­
pany contributes a portion of the earnings 
to the ESOP to enable it to buy a percent­
age of com pany stock.
♦ The installation o f  a new  CEO. To retain 
ownership, a board of directors is created 
to select a CEO to run the business. This 
can be useful if the ow ner believes the 
value o f the  business will significantly  
increase.
3 . Com m unicating Findings a n d  
Recommendations.
The findings form the basis of recom m en­
dations for action  by  the client o r m ay 
help the client reach a decision.
4. Implementing the Succession Plan.
The CPA and  key p erso n n e l dev e lo p  a 
detailed succession plan  w ith m ilestone 
dates. The CPA m onitors the im plem en­
tation schedule, acts as a liaison betw een 
th e  c lien t an d  o th e r parties, inc lud ing  
bankers, attorneys, investors and  family 
members, and conducts training called for 
in the plan.
